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making the state of credit a more prominent condition,
as there is a greater amount of risk in the case of a
three-months3 bill than in that of one " at sight," The
time within which the liabilities on each side have to
be discharged is, therefore, a necessary element in the
determination of the exchanges. The currency of the
countries is, too, a factor in the settlement of the
terms, and, in the case of inconvertible paper circula-
tion, the most potent one. In general, where the
monetary system in both countries is sound and well
established, there is no fluctuation produced by it,
though the effect of the other disturbing forces is
expressed in terms of currency; so that, at first sight,
the whole problem of the exchanges seems to be merely
the comparison of the moneys of different countries.

The doctrine of the exchanges includes some account
of what have been called its " correctives." The term
implies a state of things which needs correction, and,
therefore, may be placed along with the expressions
" favourable " and " unfavourable," as being due to the
" balance of trade " doctrines of the seventeenth and
eighteenth centuries. Using the word as merely de-
scriptive of an actual process, we may say that the
modes of correcting the exchanges are: 1st, increased
exportations; 2nd, diminished importations; 3rd, reform
of currency, if it be depreciated; 4th, an elevation in
the rate of interest. The operation of the two first-
mentioned methods is obvious, as they alter the balance
of indebtedness, and thus correct an unfavourable ex-
change in the most direct way. Currency reform,
when needed, raises the credit of the whole country,
so as to improve its trade position. The last-mentioned
method is the course usually pursued in England, The